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/ART I. FINAIICIAI. INTORIiATION

UNTON CARBIDE CORPORATTON A}ID SI'BSTDIARIES
COIIDENSED CONSOLTDATED STATEUENT OF TNCOITE

Milliong of dollarg
(Bxcept per ahare figruree)

ouarter ended ilune 30,

NET SAI.ES

Coet of salea, exclugiwe of depreeiation and
amortization

Reeearch and developE€rrt
Selling, a.r"rinigtratsion and other errpenees (a)

Depreciation and amortization
Partnership incoue
Other incoue (eqrenae) - net

INCOUE BBFORE IIITEREST EXPENSB AI{D PROVISION FOR
INCOITE TA'CES

Intere3t €xpenae

INCOME BBFORB PROVISION FOR INCOUE TAXAS
Provieion for incoue trxeg

INCOIIE OF CONSOI,IDAIED COUPA}IIBS AI{D PARTDIERSIIIPS
Minority interest
Incone from eorporate investnentg carried at equity

NBT INEOME
Preferred gtock dividend, net of income taxea

![ET INCOIiE - COIIITON STOCKIIOLDERS

Earninge per co@on share
Prinary
Fully diluted

Caeh dividendg declared per co@on ghare

L99?

s 1,556

L,22O
4L
75
87
37
l1

29L
19

272
?9

193
5
3

191
3

s 188

1996

s 1, s59

1, 150
40
78
79
37
(4)

245
14

231
65

155

7

L73
3

s 170

s
$

s

$
$

$

1.41
L.28
0.1875

L.23
L.L2
0.1875

(a) SeJ.llng, a.r-{aiatratLoa aad other expeDaea include:
SeIIiag $ 31
Adminietratioa 34
Other e:r1l€na€B 10

s75

$sz
2A
18

s78

The Notes to Condena€d eorrsolidated Financial Stat€D€nta orr Pagee 7 tbrougb 10
should be read in conjunction witb this atateuent.
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l*TON CERBIDB CORPORATION

COITDB{SED CONSOLIDATED STATEIiEIIT OF INCOME

Millione of dollars
(Bxcept per ehare figrures)
Six months ended itune 30,

NET SII.BS

Cost of alleg, cxclusive of depreeiatlon and
anortizatioa

Reecarch and develoPneat
Se1ling, adniniatretion and otbsr oqrene6s (a)

Dapreciation and auortization
PartnerghiP incoue
Oth€r incooe - DeE

ilCOIIB BEFORB IIIIBRBST EXPEIISE AI{D PROVISION TOR

INCOUA TAXBS
IDtorsst €xlrsDsc

INCOUB BEFORE PROI,ITSION FOR INCOIIB TAXES

ProvigLon for iacoos taxos

INCOI|E Ol COI|SOLIDAIID COXPINIES tl[D PIRI!|ERSEIPS
Ir[inority lDter.st
Incolc (loeg) fro corporlte inv€ata€nts

carried at cquity

NET INCOUE
Preferrsd etock dividend, ncts of incoue taxes

ltBT INCOIIB - COIOION STOCf,EOT.DERS

Barninga per co@on ahare
Prinary
Fully diluted

Caeb dividende dsclarcd P€r co@on gbare

1997

s 3,30{

2,45L
81

155
169

72
18

538
38

500
145

355
8

1

3{8
5

s 343

1995

s 3,060

2,249
76

159
154

63
19

504
37

457
131

335
(1)

(7)

330
5

s 325

s
$
$

$
$
$

2.34
2.3L
0.375

2.34
2.L3
0.375

(e) Sclliag, adnl,nLgtration and otber .tqteDscs include:
Sclling S 62

Adul'nLstrat:Loa 63

Othcr €xlt.naea 30
s 155

$5{
59
35

s 159

lhe Notee to Coudcnged Conaolidatcd Financial Staten€nta on Pag€g 7 through 10

sbould be read J.a conJunctl'on witb tbLg Btat€nent.
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COIIDBNSED CONSOLTDATED BAI.INCE SHEET
-ES

Dtillione of dollarg
ilune 30, Dec. 31,

L997 1995

ASSBTS
Cash and caah equivalente
Notea and accounta receivable
Inventories
Other currents agaeta
Tot,al current aaa€tsg

Property, plant and eguipment
Leeg: Accunulated depreciation
Net fixed agaet,B

Coupaniea carried at equity
Other invegtnent,a rnd adv*rceg
Totsal inveeta€ate aad advaaees

Otsher asgete

lotal aga€tg

LIIBIIJITTBS AND STOCKNOIJDERS I BQI'IIT
Accounts payable
Short-term debt and current portion of

Iong-tero debt,
Accrued income aad otber taxeg
Otsher acerued liabL]'itieg
Total current liabLlitiea

Long-teru debt
Postretireneat benefit obligation
Other long-tera obligations
Deferred credLts
Minority etockboldersr eguiEy in conaolidated

eubsidiarl,oe
Convertible preferred etoElc - ESOP
Unearaed eqtloyct coryensatiou - EgOp
StockholdereI cqulty:

Comoa etock - autborized - S00,000,000 gharee
- iesued - 154,609,559 ebaree

Additional paid-in capital
Tranelation and otber equity adJuetuents
Retained earnLage
Ireaa: Treaaury Btock, at coat-3o,580,343 gharee

(28'L69,324 shares in 1995) 1,1{O
Total etockholderar equity 2,ZOg
Total liabiliEieg and stockl.oldera, equity Efltllj,

The Notee to condenged coneolidated Financiar sEaten€ntB on pagea
ahould be read in conjunctlon with thie Btatement.

s 1ls
L,079

544
185

L,923

7,424
3,855
3, 559

701
64

765

513

s6,770

i 273

88
95

674
1,131

L,467
470
8L2
345

279
140
(82)

155
3L7
({e )

2,925

$e{
L,O47

541
191

1, 8?3

7,L59
3,750
3,409

695
77

772

492

s6, 545

$ 258

112
133
765

L,278

L,487
473
811
301

29
L44
(91)

155
370
(33)

2,629

1,007
2.LL4

s6, 545

7 through
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UL,
COIIDEIISED CONSOIJIDAIED STATEUBNT OF C;ASH IIJOIIS

Dtillione of dollars
Six uonEha

1997
ilune 30
1995

IncreaB€ (decreaee) ln

OPBRATIONS
Nct Lucoc
Noncaeh chergea (credLte) to net incone

Depreciatlon and enortization
Deferred incone taxeg
Other
Net gaiBs oa invcgtsLng traDsactl'one

Incr€ase in working caPital(a'

caeh and caeh

$ 348

159
37

(10)

(151)
10

$ 330

154
24

7
(1)

(105)
15aag€ta Iitiee

Caeh Flow Frm Operatione {03

(328)

(43 )
1

424

(363)

t2621
L2

IN\IESTING
Capital e:qranditurce
IDv€Btoentg, advasces and acquieitioag

(excludiag caeb acquircd)
Sale of fixed aad

Caeb Flow Used for Inwet
FINAIICING

Change in ebort-tero dcbt (3 nontba or leee)
Procccdg trm chort-tero dobts
Rspayuent of rhort-ton drbt
Proceedg frm loug-trru debt
RepayDent of long-tsena debt
IssuaBce of cmon gtock
Purchaee of comon stock
Proceede fro gubsl'diary preferred atoch

(41)
20

(370) (613)

68
2L

(261

(s)
87

12721

(s5)

1{
(20 )
25

(175)
246
(55)Palaent of dividlade

otber 13

Cash FIow Uecd for li
gff,ect of exehangc rat€ chuges oa cagb

valcn
Change in caah end caeb equivalenta
Caeh and cagh equivalentsg

Caeh aDd caah equivalents end-of

(1X) (182)

(371)

Caeh paid for iuterest and iaconc tax€a
Ialereat (net of laount capitalized)
Incon€ tax€a

(a) Net chaage ia ccrtain
non-cagb eqtendl'turee)

coqron.ntg of, rorhing'cepital (exeluding

(Increaae) decreaee in currrBt ag3€tsg
Notes and tccouats recelvtble
Inv€DtorieB
Otsber curreDt aga€tsa

$ (31)
(3)

8

$ (s8)
58

4

Decreaae ln €a accrualg L20

Incretse Ln rork ital $ (1s1) (x05)

Tbe Not€B to CoDd€nsed Coneolideted liaascial gtateneate on Pagee 7 through 10

ehould be read in eonJunction witb thig Etat€aent'
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1.

T'NI( -.RBIDB CORPORATION AIID SI'BSID: ,dS
NOTES IO COI|DEIISED CONSOLIDATBD FINANCIAI. STATEUEInIS

Conaolidated Financial StsateoenEg

In the opinion of aanagement, the accompanying unaudited condeneed
coneolidated financial gtatemente include aII adjustu€nts neceasary for a
fair atatenent of the reaulte for the interiu perLods. Theee adjuatmenta
consiat of only nomal recurring adJustuents. The accoqranying
stateDentss ehould be read in conJunction with tbe Not€s to Financial
Statenentsg of Union Carbide Corporation and Subeidiaries ("tshe
corporationi or IUCC') in the 1995 annual report to etockholderg.

Comon Stock

on July 23, L997, the board of directors of tshe corporation increased the
number of shareg that may be repurchaeed under the exieting eomon gtock
reBurehaae prograD by 10 million eharea to an aggr€gate of 50 uillion
ebareg eiace ineeption of the progra!.

Through .fune 30 , Lgg7, alnce inception of ita co@on ghare r€purchase
progran, the coryoration repurchaeed 45.0 nLltion gharee (3.7 nillion
during 1997) ag an average effective price of $33.59 per ehere. Ihe
corporation iutenda to acquire additl.onal gbarcg fron tine to tius at
prevailing narkot pricea, at a rate coagigteat, with the eonbination of
cot?oratse caeb flow and narlcet cosditsione.

In conjunction witb the cor2orat,ionts co@on stock buyback prograD' put
optione were eold in a eeriea of private placcueaEe entitsIlng tbe boldera
to aeII 1L.5 nillion shares of co@on etock to UCC, ats epecified prices
upon exercise of tbe options. Through ilune 30, L997, since inceptsion of
thie progtrrn, options repreaenting 8.7 ailtion comon ahares have e:<pired
unexercieed, while optione representing 2.1 nillioa sharea were e:cerciaed
for 979 nillion, or atl averag€ priee of 937.05 per ghare. options
repreaenting 0.7 million ehareg renain outstanding at ilune 30, L997.

Preniums received eLnce the ineeption of the progrr-, recorded as
additional paid-in capital, have reduced the av€rage price of repurehaged
ghareg from $33.95 per sbare to $33.59 per thare

Inventorieg
ill-lliona of dollare

2.

3.

Raw materiels aad auppliee
lfork in procss8
Finiehed gooda

ilune 3 0,
L997

s 131
57

355
s 544

Dec. 31,
1996

$ 11{
54

373
s s41
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4. Comituente and CG,- rgenciea

The corporation lraa three major agreeDente for tbe purchage of ethylene-
related producte and two other purchase agreenenEg in tshe U.S. and Canada.
The net preeent value of the fixed and deterainable portion of theee
obligation3 at ilune 30, 1997 totaled $325 million.

The corporation ia subject to loaa eontingencl,es reeulting fron
env|ronaentsal lews and regrlat:Lone, wbich Lnclude obligations to reDove or
renediate tbc effecta oD tbe environnent of tbc diapoaal or releage of
certain wastea and substancea at various aites. The corporatiou hag
€stablished accruala ia current dollara for thoge hazardous waate aiteg
where it is probable that a loae bae been iucurred and tbe anount of the
loea can be reagonably eatinatcd. Tbe reliability and preclgion of the
J.oss eatltlrtes lre affcctcd by nuneroug faclorg, eucb ag differcnt stages
of gite evaluation, tbs allocatlon of responaibLltty anong potentially
reeponaible partiee aad the aegertioa of addltionel claina. lhe
corporatsLon adJusts ita accruale a3 ncw rcnedietioa reguir€Deata are
defined, ae infornation becomee available pcraitting reaeoneble estiartcs
to be nade, and to reflect ncw and cbanging facts.

At iltrne 30, L997, tbc eorporatlon bad eatablisbed environnental rcnedlation
aecruals in the rnouat of $288 nillioa. Tbeae accruals bave two coqloneate,
estiDrted future oqlcnditurea for aitc investlgatl,on and cleaaup and
cstLDatcd future o:qleadLturee f,or closun and portcloaurc activitice. Ia
additioa, tbc cotporatsioa had qavironnental locs contingcnclca of
$141 uillioa.

Tbe corporation baa sole reaponal,bility for tbc raoodiat,ion of
approxioately {0 pcrcaat of its eavironrncstel eitee. Thege sitcs are well
edvaaced in tbe iuvcatLgation asd cleanup atsag€. The cot?oretionra
environocntal accrrrals at ilune 30, 1997 includcd $197 ul,llion for these
giEeg, of whl,ch $72 tltllion was for estiurted future ocpenditurca for glte
inveatigation and cleanup aad $125 uillLon rag for cstiDAted future
o<penditurea for closure and poatclosurc activities. In addition,
$73 nillion of thc corporationra cnvironnental logg contingenciee related
to th6ae aiteg. Th€ eitc rith tbe largogt total potsentsial coat to the
corporatioa le a Donoperatslng eite. of tbe above accrualg, tsbie site
accounted f,or 931 uillioa, of wbich $17 nillioa rtag for eetiurtsd f,uture
erq>eadituree for eite inveatigatloa end cleanup and $14 aillioa vag for
egtimatsed future eqlendlturea for clogure and postclogure actlvities. In
addition, S20 aillton of tbe above environrnental loss contingeaciea
related to tbls eitr.

Tbe eorporatl.on doeg aot bawc gol'o rcapoaa:LbLllty at tsbe reorl.ader of Lta
environmentel sitee. AIl of thces gitee are in tshe investigation and
cleanup stage. Tb€ coryorationtg savironnental accruale at ilune 30, L997
included $91 ntllioa f,or eetiDaEed future e:rpendltureg for elte
inweetigation and eleanug ats tsheee eites. In addition, $58 nillion of the
corporation.g environnoatal losg contsingeaciee related to tlreae eitee.
Tbe largest tro of thege eitseg are alao nonop.rating sitea. Of the above
accrualg, theae gl.tca accounted for $33 nillioo for estiDated future
erspenditureg for glte iaveatigatioa and clea:rup. ID addition, $16 million
of tbe above environoental loes coutsingcnciea relat€d to theee aitee.
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In 1995, worldwide ,naeg of continuing operatione -atsed to
environmental protection for coryliance with Federal, Btate and local laws
regrulating aolid and hazardoue wastee and discharge of materials to air
and water, ae well ag for waate eite remedial activit,ies, tot'aled S110
nillion. Erq)ensea in 1995 and 1994 were 9138 mil.lion and $153 nilIion,
respeet,ively. while estiuatea of the eoata of environmental protsection
tor L997 are neceasarily iryreciae, the corporation estitlrtee that tbe
Level of these €rqrenseB will be gomewhat gr€atser tban that o<perienced in
1995.

The corporatsion hae geveralJ,y gruaranteed 45 percent (approxiuately
$508 aillion at ilr:ne 30, L997) of EQUATB Petrocheuical CoEPanytB
(TEQUATE') debt and working capital finaacing needa until certain
coryletion teata are achieved; thereafter, a $54 million geveral gruareat€e
will provide ongoing aupport. The corporation aleo aeverally gruarantced
certsain aaleg wolune target,s until BQUATETe galsB capabilitieg are proved.
In addition, the corporation haa pledged ite sbareg in BQUATB aa aecurity
for EQUATETa debts. Tbe corporation haa political rigk inaurance cov€rage
for itsg equity inveetnenc aad, until tbe coqrleEiou t,eatg are concluded,
eubetantially all of ite gruarant€e of BQUATBTg debt. EQUATB i3
coneidering the possible refinancing of Lte debt.

Ihe corporation had addl,tional contingent obligations at {Iune 30, 1997 of
$59 Billion, of wbich S33 Dillion relatsed to Eruarantees of debt.

The coryoration is one of a nunber of defondantg uaucd J.n epproximately
4,500 lawsuitg, sone of which bave nore thaa one plaintiff, involviag
eilicone breaet irylants. The corporation was Do! a nanufacturer of
breast irylante but did eupply generic bulk ailicone Datseriala to certsain
nanufacturers. AIso' the cor2oration in 1990 acguired and in 1992
divegted the etock of a amall apeeialty silicon€a coryany that, tDong
otber tbinga, eupplied ailicone gel intemediatee and silicone
disperaiong for breast iryl,ants. In 1993, uoet of, the euite that were
broughb in Federal courts w€re conaolidated for pre-trial purpogea in the
United StaEeB District CourE, Northern DiEtrict of, Alabama.

In 1995, after the District Court rejected an i:ritsial aetstlenent propoeal,
certain'defendants, including th€ corporation, propoaed, and the courE
approved, a rewiaed gettlenent progran. While tshe cot?oration cannot'
predict the nnmber of claimante who will partieipate iu the gettlement,
baeed ott g--EIe data prepared under aupervieion of tbe court, the
cor2oration astiDtt€s that itg naximun oqlendituree under the reviged
agr€€Bsnt ghould not oxcaod $100 nillion prior to iaauranc€ recov€L-y.
AlthouEh iaaurlDcs coverege ie anbject to isauaB aB to acopc and
application of policiee, retsnt,l,on lLnLts, exclusioDa and po1J,cy linits,
and the ingurers have rcgerwed their rights to deny coverags' tbe
corporation believee tsbat after probable inguratrce recoverieg neither the
eet,tl€Dents nor litigatJ,oa outaide the setstlenent w1,11 bave a materiel
adveree effect on the congolidated financial posltion of the corporation.

In addition to the above, the corporation and ite congolidated subsidiaries
are involved in a anruber of legal proceedinga aad claims with both private
and gowernmental parties. Theee eov€r a wide range of Dattere including'
but not liuited to, product liabilLty; governnentsal regrrlatory proceedinga;
health, safety and environmental DACtersi enployoentr Pttantsai coDtractsa
and taxea. In goue of theee legal proceedinge and claims, the coet of
reuedies that uay be aought or damagee claimed is gubatantsial.
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Tbe cor?oratioD h- ocord€d nonenvironn€nlal litr- -on accrualg of
9182 rnilll,on, and related ineuranc€ recov€r1 receivablee of $135 td'Ilion.
At jlune 30, Lgg7, tbe corporation had nonenvironmental liEigation loss
contingancieg of $44 nillion.

tftrLle it is Lqloeaible at thia tine to deteroine witb certainty tbc
uLtinrtse outcone of any lagal proccedlnge end clains refsrred to in thig
not€, 1nanagooaDts bellevca tbat adequate prowisioug bawe been nrds for
probable losgeg vltb rccpect tbereto and tsbats sucb uItsl'netse outcoDe, after
provial,one tbercfor, wLll nots bave a nrtsrial adverge effcct on tbe
consolidatcd fiaancial poal.tion of tbe corporatLon, but could have a

material effcct on eoaaolidated regulta of operatione in a given quarEer
or y€ar. Shou1d any loasee be eustalncd ia connectLon wl'th any of euch
Iegel proceedinga and claiug, ia exccge of proviaions tberef,or, tbcy will
be ehargtcd to incone in tbe futsure.

5. MLnoriEy lDtersats

On ilanuarT 30, L997, a aewly forned real eatate itrveat'ueDt tru8t
egbaidiary isgued 5250 Billion of prcferred stock bearing a currcnt
dividend yield of 14 pcrceDt for 10 years and 1 perc€nt tbereaftcr. On

iluly 25, Lgg7, thc coa?oratLon nortgaged doneatic real .3tsate with a fair
nerket value of, appro:cinately 5500 Dtllion ln conJunctl'on witsh thig
tsransaction. Tbc prrferrcd atock nry br redeord Lf, !3 a r3ault of a

change in tax lara, nrhs or rcgrulationa' divLdcada on the prefcrrad stock
or intcreat paid on thc Dortgag€ aote is not fully.deductible for lsderaL
incone tax purpos€8. Ag of ilune 30, L997, the cf,foct of any sucb
redeqrtioa on the corporatlonrE reaulte of operatloae srculd be imaterial .
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DISeU!. .T AND AIIALYSIS OF REST'LTS ATIONS
AND FINA}ICIAI. COIIDITION

Overwiew

lhe corporation reported gecond guarber 1997 net incoue availeble to co@on
etockholders of $188 Dillion, or $1.28 p€r co@oD Bbare' fully diluted ($1.41
p€r co@on ehare, prinary). For the firgt gix nonths of 1997, net, incone
available to comon gtockboldetrE was $343 Dillion, or S2.31 p€r co@ou ghare,
fully diluted ($2.54 p€r co@on ahare, priuary).

For the conespoDding guartser in 1996, the corporation reported earninge of
S170 rdllion, or $1.12 per co@oa share, fully diluEed (S1.23 p€r co@on
ghare, prirnary). For tba first eix Donthg of 1995, neE income available to
co@on stockhold€rE waB $325 DilLion, or 52.13 p€r coeon ghare, ful1y diluted
($2.34 p€r co@on ghare, pri'nary)

The corporation'B earrringe f,or the quarter and gix month periode ended ilune
30, 1997 increas€d coupared to the sane perioda in 1996. For the secorrd
quarter, net salee lncrqaaed conpared to the prior year period as a result of
iuproved sales volumeg in both of the corporationrs Begrlenta. In additsion,
the Basic Che-icala & Polyo€rs segment benefited frou increaeed polyethylene
pricea. In contraat, av€rage aelllng prices for the Specialtiee &

Inter:nediatee sogo€nt w€r€ lower tban in the gecond guarter of 1995. Raw
nateriel coatB contiausd to declLnc fron wery bigb levels at tbe bcginning of
1997 to levelg wbich, in the B€cond quartscr of 1997, w€r€ coulrartble to thos€
of the prior year period. For tbe firat half of L997, the poaitive iqract of
iryroved volurnes ia both aegmeats and iryroved polyethylene prieing in the
Basic Chemicala e PollaerB BsgDent was partially of,faet by the effects of
higher average raw Da!.ria1 coste.

Looking ahead tso the third quarter, tbe corporation anticipatee continu€d
Btrong denand and iryroved pricing for ethylene glycol coupled witb stable raw
material coatB in Ehe Baelc Che-icalg & PoIyDerE segD€nts. Average selling
pricea ghoul.d improve in the Specialti€s & Int€r:nediatee aegrment. llowever,
the inpact, of thege price increaaee in the Speeialti€a & Int€r:uediatee a€gloent
ie IikeIy tso be nitigatsed by the effect of higher tranefer prices for ethylene
oxide (manufactured by the Basic Cheuicale & Pollluerg segoent for the
Specialtsiea & Int€rnadiateg aeguent) and potential tightness in propylene, key
raw Dateriale for the Specialtiee & Intemediatea aegment.

Resultg of Operations

Net ealee increaged 5.9 pcrcent LIr tbe ggcoud quarter and 8.0 pcrcent in the
firet half of L997, aB coq)ared to the aaoe periode in 1995. Theee increageg
were driven by a {.5 p€rcont and 8.8 percent increaae in cugtoner volume for
the aecond quartser and gix uontb perioda, respectl.wely, ae eoupared to aimilar
periods in 1995. Average selling prices increaged slightly for the gecond
quarter and decreaaed alightly for the firet half in coryariaon tso the saDe
periods in 1995.

VarLable uargin (net gales leas variable nanufacturing and distsribution costs)
was 44.5 percent and {3.{ percent for the curreat three and six nonth periods,
reepectively, coryared to 45.0 percent and 45.2 perc€nt, reBpectively, for the
eaue periode ia 1995. Altshough variable nargin aa a percent of gales declined
in each period, wariable margin dollare increaeed S40 Eillion, or 5.7 percent'
and $51 nillion, or 3.7 percent, for the gecond quarter and firat eix Dontbe
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oE Lgg7, r€sp€ctsiv.. aa coryar€d tso the eane pert in 1995. Increased
volgmee in both aeg6enta and increaaed polyetshylene selling pricee in tshe

Baeic Chenical & pollzaers aegrment contributed tso the increaEeB in variable
margin dollars for these periods. Irrcr€aged raw mat'erial coats coupled with
decreagee in the av€ra€te eelling pricea for producte in tshe specialtLee &

Internediates aegu€nt, bowev€r, liuited variable uargin iryrovenent for the
first balf of J.997 coqrared to tbe prior year.

Groaa nargin (variable nargin lcee flxed menufacturing and distribution
coats), aB a p€rcent of aaleg, rcuained relatively attbl€ for thc sscond
quarter and eix montb perloda ended ilune 30, 1997 ae coryared to the game

perioda in 1995

Iadustry segD€DtF

lhe coryanyrE op€ratioag are claeal.fied into two main buainesg 3€EDenta,

Specialties & Iater.uedLatea and Bagic Chenicalg & PoIl,D€re. Tbe Specialties &

Internsdiat€s a€gD€nt includea the corporationra sPecialty cheuicalg and

pollnnere product llneg, licenalng and aolventg and cbenical iatemediat€s'
The Baeic chenicalg & Pol1aera aegn€nt includeg th6 cor?orationre etbylene
and propylene nrrrufactsurl,ug oPeratione as reII ae the production of firet
level ethylene end propyleae derivatl-vee - polyethylcne, pollpropylene,
ethylene oxide and etbylene glycol. Tbe corporatioDra Doncore operations and

financial taeBsectionE erQ included in tbe otber 33glD€Bt.

Iafomatlon about tbc coqgoretioDra operetioB3 :LD its busia.33 segD€nte for
lbe second guarter and glx month perioda of 1997 and 1995 followa- Salcg of
the Baeic Chenicala & Pollaers Ecglsnt include iateraeguents aalea, princiPally
ethylene oxide, wbicb are urde at tbe estiueted mrrket value of tshe producta
transferred. gperating proflt r€preaents irrcoae bef,ore I'Dt€reat oqlenae and

proviaion for incomc tsrx.a.

Milliona of dollars

Specialti€a & Int€rnediatcg
Bagic Cbeuicalg & PolYnera
Inleraegroent Elluinationa
total

Quart€r ended Six montbg ended
ilgna 30, ilune 30,

L997 1995 L997 1996

Salea

OoeratLnq Profit
Specialti.s & Int.ru.dlet.s
Baaic Cbcolcalg & Pol]tncra
Other
Total

Depreciation and Anortization

$1,139 sl,109
604 s27
(77 | (77 |

Sfrg,g,g, SLEE9'

s2,26L $2,185
L,20L 1,046
(1s8) (L72)

tlLgt E3J-9'g'9'

$ 37s $ 383
153 105

J16
s--Eg s-1q!,

$105s94
53 50

s 159 S 15{

- -s 191 $ 265
L37 97

s 328 S 353

-

$ 191
101

(1)
s 291

$ 190
47

8
s 245

$48
31

s79

$ 132
45

s L77

Specialtiss & IDteruediateg
Basic Cbon{calg & Pollnners
Tota1

Specialti€a & InteruedLatca
BagLc Chenicale & PolltDers
Total

Capital Bxpeaditures

$ss
32

s87

$ 103
87

s 190
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Net gales of ttre 9pe -tiee & Intenaediatee Beguents -eaeed S30 nillion or
2.7 percent, in the current quart€r ov€r the eane quarter in 1995, antd
$75 &iUion or 3.4 pere€nt in the current eix montsh period aB coapared to Ehe
game gix months of 1995. Operatl,ng profit for the eecond quarter of 1997 wae
$191 nillion, coupared Eo $190 nillion for the aane qluarter of 1995; operatsing
profit wae $375 uillion for the firet, half of L997, v€raug S383 Billion tor
the couparable period in 1996. For the three and gix montsh periods ended
rlurre 30, L997, this s€gment benefited frou a 5.2 percent and 9.2 percents
increaee in voLune, r€spectsively, coqrared to sinilar perioda in 1995'
partially off,eet by a declLne in av€rage aelling pricee of 2.5 percent and
5.3 percent, respectively.

Net eaLee of the Bagic Chenicalg & PolyDers segnent increased $77 Billion' or
14.5 pereent in the current quarter over the sals quartser of 1996 and
S155 Billion or 14.8 percenB in the f,irst half of 1997 over tshe firat balf of
1995. Operatsing profit ehowed conelderable iryrovenent of $5{ uillion and
$58 nillion, reepectively, in the current guarE€r and eix montsh periods ended
ilune 30, L997 conpared to the same periodg in 1995. These increases were the
result of a 12.4 percent, and 9.9 percent increaae Ln average aelling pricee in
Che guart€r and eix Donths of 1997, r€apecliveIy, veraus tbe coryarable
perioda of 1995. In addition to the growth iu the av€rage aeJ.llng prices,
custcrner volune levels increased 3.9 percent aad 8.3 pereent for the eaDe
periodr.

8e11J.ng, sdnisls!3atioa and otber expcnsca dccllncd $3 u'illioa and $4 nillion
in the gecond guart.r and the first aix uonthe of 1997, resp€ctively, versua
coryarable perioda ol 1996.

Partnership income in tbe B€cond quartsr of L997 wa8 coatiatent with the
gecond guarter of 1995. For tbe first balf of 1997 partnerahip income
increaeed $9 million, aB conpared to tbe eane period in 1995 due to iacreaeed
earniage of Petromont and UOP.

Other income (e:qrenee) - net increaeed $15 Billion in the eecond quarter of
L997 , and decreaaed $1 nillion in tshe firat half of L997 , as coryared to the
eane periode in 1995, largely due bo decreaged intereet incoue offaet in the
eecond quarcer by lack of a charge conparable to tshat taken in 1995 for the
dLecontLnuance of the bigh denaity polyethyl€n€ r€cycle resin operatsion.

Intsereats er<penee increaged $5 nillion to $19 million for the a€cond guarter of
1997 couglared to the second quarEer a year ago and reurined stable for the
first half of 1997 coqrared to the firet half of X995. The increaae from tshe
gecond quarter of 1995 to tbe gccond quart€r of,, L997 waa the regult of a
decreaae in capitallzed Lntereat agsociated with tbe corporationts capital
progrrn and en increagc ia tbe corporationrs long-tern debt,.

Income (loes) fron corporats€ inveetaente carried at equity decreaaed
$4 uillion from income of $7 uillion in the gecond quart€r of 1995 to income
of $3 ul.llioa in tbe aane period of L997. Lower earnings quart€r to quart€r
are the result of an increaae ln preliminanf op€rat,ing e:Gpena€e associat€d
with EQUATE PeBrocheuical Coupany (TEQUATET) wbich are 6r<p€cted to cotttinue
until plant Etart-up in the gecoud balf of L997. For tshe fireE half of L997,
incone (logs) fron corporate investnentg carrLed at equity increased by
$8 nillion to $1 milliou due to iryroved Pollneri Europa reeults partially
offaet by the prelininarT operating e:<pensee being iscurred by EQIIATB.
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Estlmates of futur Pens€a related to envirotlDsDL ;rotectlon for
coryliaace wLth Federal, etate and local lawa regulatLng eolLd end hazardoue
wasEeB and diecharge of materialg to air anrd wet€r, ag vell ag for wagte site
reuedial activiti€g bave not changed nrterially since Deceder 3X, 1995. lhe
reliability and preeiaion of tbe losg egtinalea ar€ affected by numerous
facgora, auch aE diffarent Btages of gite €valualioD, the allocation of
reaponsibiltey anong potscntially reaponsible partiea and tbe aggertion of
addltsional clains. Tbe eorporationrs eDvironnental exPoauree are diecuaeed in
rnora detail ia tb€ rC@itosaEa and Coatingencieer footnote to tb€ finurcLal
aeat.!€ntB on Pagce ? tblougb 10 of Chie r€Port on lola 10-Q.

The corporation coftinues to bs naned as oDe of a nunber of dcfendantg in
lawsuitg involving eilicone ge1 breaat iryltnts. Tbe cor?oration aupplied
bulk eilicoDe Dlt.rl,ale Eo cortain coqranie3 that at warioug tlaea were
involved in tbe manufacture of breeat tqllante. Tbcse cases are dl.ecuggcd ln
uore detail in tha rCmituenta and Contingenciea' footuote to tbc financial
Btatenents on Pag€g 7 tbrouEh 10 of tbla rePort oa Fon 10-Q.

Accountinq Chancres

Slateuent of FLuancLal AecounLing Standarda llo. L28 (rstateucnt 128r),
iEarnlnga Psr Sharc', will reguire pr€a€ntttioa of rbaeicr and rdilutsedr
earnJ.nge per abare for pcrioda eadlng after Deceober 15, 1997. IIed
SteteDent 129 bceu La effect, ibasicr and 'dl,lutcd' carninga per co@orr ebare
would bave bcca 91.{5 aad $1.28, r.lpocliwoly, iu tbe srcond querEor of 1997
(sL.27 and 91.12 pcr ccr@otr 8barc, rcapoctivcly' ln tbe ereond guarter of
199G) and 92.53 and $2.31, reepectively, for the six Doutbg endcd ilune 30'
LggT (82.42 and $2.13 per c@En ghare, reapectively, for the sLx Dontshe ended
dlune 30, 1996) .

Finagcial Conditsion - .fune 30, 1997

Caeh flow frorn opcrations for the firgt eix Doatsha of 1997 wae $403 n'illion,
down fron S{24 m,illloa in the firet slx Dl>nths of 1995. Iacr€ased working
capital reguireuenta rcre than offaet the effect of higher nets incone and
non-cagh chargea (crcditg) to tret incooe.

Caeh flow used for lnveatLng tsotaled $370 Dillion, down from $513 uillion Ln

the coryarable period of 1996. Tbe naJorl,ty of thie decline le due to
decreaaea of 9219 nillion ia iavegtnenEg, advaneeg and acquiaitlona.
SigmLficent inveetnentse and acquirLtiong iu tbo firgt balf of 1996 incLuded
the purchecee of tbe poltDropylcne aB!.tB ead buainess of Shell Oil CouSlany

and 95 percont of tsbe outrtandlag abarea of Coqraabie Alcoolquinica Nacional'
a Brazilian producer of vl'nyl acetate Dononer.

gajor capitsal proJecta in progrege ia the firet balf of 1997 included a new

CARBOWA:( polyetbylene glyco] and TBRGIIOL gurfactantg facillty, en
etsbanolanine units and aa olefine e:<pension, all at Taf!, La., as well aa an

upgrade of infomatslon tsecbnology infragtructure. CaPital oqrenditur€3 are
oqrected to apProxlnate 1996 levela by tbe end of 1997. Major capital
projecte in 1995 lncluded an etbylene propyleae rubber facLlitsy at Seadrift,
T€x., ag well ea a.w cogeneraEion facLlitsice aE Texaa City, Tex. and Taft,
L8., and an upgrade of lnforuation tecbaology infrastructur€.
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The upgrade of infor -.l.on lechnology systeua, er<pect .;o be coryleted by
1999, wiII atso addreae technological ieeueg related to the year 2000. The
corporation ia reviewing all internal proceseea and hardware and aoftware
ieBueB, and ie algo diecusaing with itse vendors and customers the possibilLty
of any interface difficultiee which may affect tb€ corporation. lo date, no
eigmificant conc€rns have been identified.

Cash flow ueed for financing in the firgt half of 1997 wae S11 Billion ia
coryarison to $L82 rd.llion in the f irst balf, of 1995. The f Lrst balf of 1997
iacluded co@on atock repurchaaea of 3.7 Billioa gbaree for cagh of
$X75 nillion under the exieting comon stock repurchaae progran. On iluly 23,
L997, the corporationrg board of directore authorizeil an increaae in Ehe
nuuber of ahareg thats nay be repurehaeed r.rnder tshe ercietiag comon etock
repurclraa€ progtrrD by 10 aillioa ehareg to an aggregat€ of 50 uillion sharsg
aince the Lneeption of tbe progr--. Th€ corporatsioa lntenda to aeguire
additional eharee frou tsime tso tine at prevailing urrket rates conelgtent with
the conbination of corporate cash flow and narket conditione. On ilanuary 30,
L997, a newly forued real eetat€ investsent tsruat eubaidiary ieeued
$250 eillion of preferred stsock bearing a current dividend yield of 14 Percent
for 10 y€ars and 1 percent thereafter. Cash dividenda, iueluding tbose paid
to preferred ebareboldere of tshe real egtate invegtuent trugt eubsidiary,
totaled $65 eillion, while n€t repayn€ntse of debt totsaled $27 nilllon.

lhe corporatiorr'e ratio of debt tso total eapital decreaeed to 38.5 petcsnt at,
ilnne 30, 1997 frorn 12.7 p,arcent et Decenber 31, 1995. At iluae 30, 199? tbere
w€re no outgtanding borrowiuge uader tbg cxiating nrjor bank crcdit agreen€at
aggregatLng $1 bLlll.on.
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PART II. OTIIER INFORIIATION

It€m 1. Lecral Proceedincrg

S€€ Note 4 to tsbc cor2oratsionte consolidated fiaancial ataC€DsDtE
on pages ? tbrougb 10 of tbie report orr Fom 10-Q.

Item 2. Chanqes in Securitiea

(c) Salce of Unregistered Securitiee

During tbe firat half, of L997 ' put optiong were aold to
inatitutl,onal invcatorg in a eeries of private placeuenta €xcq)t
fron registration undcr Scction 4(2) of the Securities Act of
1933, entitllng the boldera to eell 1,300,000 sbaree of Union
Carblde Corporatiorr co@ED stock to tbe corporation, at prices
ranging fron 94,[.50 to ${5.00 per ebare. Preuiune received for
the galee of tbe optione totaled 91,455,000.

Iten 5. &cbibltg tDd Reportg on 8om 8-K

(a) &chibita
Tbe followLng crcbibita arc filed as part of thig reports

11 - Coqrutation of Barniags Per Share
27 - Flneneial Datsa Scbedu1e.

(b) No reporta oa Fola 8-K rere filed for tho tsbree months anded
ilnne 30, L997 .
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STGTIATURE

Purauants to the requireoenta of th€ Securitiee Sxehange Act of L934, the
Regiatrant haa duly cauaed tbie r€port to be slgmed on ita behalf by the
undersigmed thereunto duly authorized.

I'NION CARBIDB CORPORATION
(Regietrent)

Date: Aucnret 8, 1997 By: /eltollla K. wulff
{IOBN K. WI'I.FF
Vice-Preeident, Chief
Financlal Officer aad
Coatroller
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<TABLE>

<CAPTION>

EarriDEa Pcr Shaae - PriDlrv
<s>

Nct IDcoDe
Ir.tr: Pr€f.rr.d ctock dlvidaad

Apprccirtlon oa rodccacd prafaracd stock
Nct LDcone for prioary iDcoDc calculetloa

9fclgbtcd avlrtg€ aurb.r of, couoD
ard co@oD €gulval.nt !b.r.3 appliceblc
to priDrry oeraLagr pcr rbrr. crleuletiot

w.igbt.d lv.rego trunbca of rbarcr outrt'lDdi[g
Dilutlvc .!fec! of stock optloDa

BartritrEr p.r lbere - prlErry

Barpilrqa PGr SbarG - zullv DLlut.d

Nct iacone for prl,uery iDcon€ calculatioa
Add back: Preferred stock dlvl.d€Dd
N€t lncoDe for fully diluted :lscorae calculatioB

welgbtad evcrage aunbcr of conol
rad coEoD cqulvalent sbuce appllcablc to
fully diluted carninga pcr rbarc crlculatl,os

9fcigbtcd av.algc DrDb.a of ahrrcr outataDdiBg
Dilutive .ffrct of Btock opeioDs
Sbrrcg icaurble upoD colv.rsl,oD of UCC

convcrtl.blc pr.f.rr.d stock

EalaLugs per rbaro - lulIy dl.Iutcd

</TABr.8>

T'NTON CARBIDE CORPORATION A}ID SI'BSIDIARIES
COIIPTXIATION OF BARNINGS PER SITARE

(In nilliona of dollara sxc€pt per Bbar€ amounts)

Ouarter Endad June 30.

B:rbibit 11

Sir lloptba Epd.d itupe 30,
L997 1996

<c> <c>

$ 3{8 S 330
66

t24,687,O95 133,389,582
4,O71,872 4,593,584

L28.76L,967 L37,983,266

s 1.41 s 1.23

L25,542,2L3 133,9{5,048
{,1s3,873 4,667,e64

L29,696,086 138,613,912

s 2.54 s 2.34

1997

<c>

$ 191
3

5

s 182

s 182
3

s 185

1995

<c>

s 173
3

s 170

s 170
3

s 173

L2
s 330

s 330
5

s 336

s 324

$ 32{
6

s 330

L24,587,095 133,389,682
4,O?t,872 4,593,584

15, 593,263 15, 134.750
l{a,355,230 15{,11E,015

s 1.28 s 1.12

L25,342,2L3 133,9a6,0{8
4,2O2,843 4,667,864

L5,722,46L L6,t67,154
Lt 5,157,5L7 15a,?81,366

s 2.31 s 2.13
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EXHIBJT 27

<AITICLE> J

<I EGEND>

THIS SCHEDULE CONTATXS SU}II,IARY FIXANCIAL INFORI,IATION EXTRACTED FR$I UNION

CARBIDE CORPORATTON'S FORI,I 1O.O FOR THE OUARTER E}IDED JUI{E 30,1997, AND IS

AUALIFIED IN tTS ENTTRETY BY REFERENCE TO SUCH TI}IA}ICIAL STATE}IENTS.

</LEGE}ID>

<ctK> 0000100790

<IIAIIE> UNIOII CARBIDE CORPORATIOX

<ruLTtPLlER> 1,000,000
<TABLE>

<s>

<PERI(D.IYPE>

<F I SCAL.YEAR.EIID>

<PERIO.E}ID>

<cAsH>

<SECURITIES>

<RECEIVABLES>

<ALLO'ANCES>

<tltvEilroRY>

<CURREIIT.ASSETS>

<PP&E>

<DEPRECIATIO}I>

<TOTAL.ASSEIS>

<CURRE}IT.LIA8I LI T IES>

<EoflDs>

<PRE FERRED.',IA}IDATORY>

<PREFERRED>

<C(Ill,l0ll>

<OTHER-SE>

<TOTAL-L IABI L I TY-A}ID.EOUI TY>

<SALES>

<TOTAL.REVE}IUES>

<ccs>

<TOTAL-COSIS>

<OTHER -EXPEIISES>

<LOSS-PRoVl SlOll>

< I NTEREST.EXPENSE>

<Iltc(I,tE-PRETAX>

<Illc(I,lE-TAX>

< I [C(XE-CoIT lNUl llc>
<DISCONIIIIUED>

<EXIRAORD I NARY>

<CHAIIGES>

<ilEr - I ilCOtE>

<EPS'PR I'IARY>

<EPS.D I LUTED>

<Fll>

<FI>OTHER EXPE}ISES ARE EOTJAL

AND Ar,rORrtZATtOlr oF 169.
<lt'/>
</TABLE>

El AID DEPRECIATIOII

<c>

6-l,lOS

DEC-31 - 1997

JUx-30- 1997

115

0

107?

0

5U
1923

7424

3855

6770

1131

1467

140

0

155

2053

6770

3304

3304

z4r1
2451

e50<F1 >

0

38

500

145

348

0

0

0

348

2.54
2.31

TO RESEARCH AIID DEVELOP}IEXT OF
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